In the six years following the start of the 1980-82 recessions inflation fell 4.6 percent (from 8.1% to 3.5%), while in the six years following the start of the 2007-09 inflation fell only 1.0 percent (from 2.1% to 1.1%). This difference occurred despite a similar increase in the unemployment rate during the two episodes. This paper investigates the reasons for this difference.
The investigation is carried out in the context of a traditional Phillips curve equation: (1) 1 This formulation is best known from a large body of work by Robert J. Gordon; see Gordon (2013) for discussion and references. The equation is often specified using πt+1 instead of πt (e.g., Staiger, Stock and Watson (1997) ), but the choice of specification makes little difference for the calculation carried out here. For example, see Cogley and Sargent (2001) , Stock and Watson (2007) , and Kang, Kim, and Morely (2009) (and the papers referenced there).
Using (2) to solve for the change in inflation between time periods t and t+k yields: 
II. Estimating the parameters of the

Phillips curve
Quantifying the influence of factors beyond inflation persistence requires estimates of the parameters in (1) and the NAIRU. This section briefly discusses the parameter 4 All of the data used in this paper are described in the online appendix.
estimates used here, and the next section discusses estimation of the NAIRU.
Estimation of (1) Gordon (1997) , Staiger, Stock, and Watson (1997) , or more recently Basistha and Startz (2010) , Fleischman and Roberts (2011), and Reifschneider, Wascher, and Wilcox (2013) . 6 See the discussion and references in Stock and Watson (2010) u t the gap, û t Gap . 7 I then estimated β(L) and γ(L) from a regression of η t onto a distributed lag of û t Gap and Z t (which included changes in the relative price of food and energy, nonpetroleum import prices, and Gordon's (1982) series for the Nixon wage and price controls).
I allowed the pass through of food and energy prices to inflation to change discretely in 
III Estimating the NAIRU
The time varying NAIRU is estimated using standard methods (Gordon (1997) , Staiger, Stock, and Watson (1997) ). The details are as follows. First, isolate the unobservables u and e by rewriting (1) as
where the second line uses the approximation Δ u t ≈ 0 (under the assumption that quarter-toquarter changes in the NAIRU are small) and the third line defines µ t = −β(1) u t . Suppose that u t evolves smoothly over time in a way that can be modeled as a random walk, and let σ Δu denote the standard deviation of Δ u t .
From (4), µ t will also follow a random walk with standard deviation σ Δµ = β(1) σ Δu . With The literature has produced a range of estimates. For example, Gordon (1998) estimates σ Δu = 0.09 using a method developed in Stock and Watson (1998) and has used this value in his subsequent work. (2008) Gordon (2013) finds similar increases in the estimated NAIRU, but also finds little change in NAIRU when it is estimated using the unemployment rate for workers unemployed less than 27 weeks (u <27 = (#unemployed less than 27 weeks)/(labor force)). Table 3 shows the estimated NAIRU I obtain using u <27 . Consistent with the results in Gordon (2013), Table 3 shows that the NAIRU associated with the short-term unemployed appears to be stable.
Basistha and Startz
IV. Explaining the differences between
1979-85 and 2007-13
Varying The first two rows of Table 4 The final row Table 3 shows result from setting the control variables, Z t , equal to zero over the simulation periods. Recall that these variables measure shocks to food, energy, and import prices. These shocks had essentially no impact on inflation during 2007-13, but 9
The value of θ = 0.67 is larger than the estimates of θ shown in Figure 1 for the 1979-85 period. The larger value is required because the UCSV model that is used to estimate θ in Figure 1 implicitly estimates (1−θL) −1 = 1+θL+θ 2 L 2 +… , a nonlinear function of θ; there is substantial sampling error, and Jensen's inequality dictates a larger fixed value of θ. Reserve's target of 2%, and this raises the question of how it will return to the 2% value.
In the context of (1) 
